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Budget challenge 

The challenge that the municipality faces over the MTREF period is to allocate funding to achieve a balance between the needs and 
requirements of the various strategic focus areas relevant to the Municipality's powers and functions as identified in the IDP process. 

Compliance 

This draft MTREF budget was compiled in terms of and compliant to the requirements of the MFMA. National Treasury municipal budget 
circulars no 78 (7 December 2015) , 79 (7 March 2016), 85 (09 December 2016), 86 (08 March 2017), 89 (08 December 2017) and 91 (08 
March 2018) were used as guidance during the compilation process. 

The South African economy and inflation targets 

Higher inflation and weaker employment growth will impact on the ability of all municipalities to generate and collect revenue on services, 
to keep expenditures within budgeted allocations, and to borrow to fund capital expenditure programmes at affordable rates. Therefore it is 
critical for municipalities to review how they conduct their business to ensure value for money is obtained in all their expenditures, that 
revenue administration systems are operating effectively, that borrowing programmes are realistic, and that creditors (including bulk 
service providers) continue to be paid timeously and in full. 

Cash flow and outstanding debt 

The municipality has requested National and Provincial Treasury to assist with the complilation of Financial Recovery Plan. 


That the municipality must prepare a holistic financial recovery plan in terms of section 142 of the MFMA. After consultation with 
National and Provincial Treasuries, the final financial recovery plan must be approved by Council. 

That the municipality devises a payment arrangement pertaining to arrear debt owing to Eskom, this plan must be cash backed 
and finalized. 

That the municipality ensure that a surplus budget is presented for the MTREF within the prescribed timeframes. That the budget 
is drafted in line with the financial recovery plan. 


- oi - 




The focus of the 2017/18 - 2019/20 MTREF budget is to turnaround the cashflow situation. The outstanding bulk Eskom account is a key 


Operating revenue 
Operating expediture 

Operating (deficit) / surplus 


Adjustment budget 
2017/18 

Draft budget 
2018/19 

Variance 

(Adjustment 
budget / Draft 
budget) 

Indicative budget 
2019/20 

Indicative budget 
2020/21 

R '000 

R '000 

% 

R '000 

R '000 

387 865 

415 329 

7.1% 

434 369 

455 485 

392 804 

379 352 

-3.4% 

389 609 

410 777 

-4 939 

35 977 

828.5% 

44 760 

44 708 


It should be noted that the deficit includes non-cash items such as Depreciation and Impairment of receivables. 


Headline inflation forecasts 

Municipalities must take the following macro-economic forecasts into consideration when preparing their 2017/18 budgets and MTREF: 



2015/16 

Actual 

2016/17 

Estimated 

2017/18 

Forecast 

2018/19 

Forecast 

2019/20 

Forecast 

CPI Inflation 

4.6% 

6.4% 

6.0% 

5.4% 

5.5% 


Eskom bulk tariff increase 

In terms of the Multi Year Price Determination (MYPD) for Eskom’s tariffs approved by the National Energy Regulator of South Africa 
(NERSA), a tariff increase of 7.84 per cent has been approved for the 2017/18 financial year. 
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Employee related costs 

The salary and wage collective agreement for period 01 July 2015 to 31 Junw 2018 has come to an end. The process is under consulation 
and decesion will be communicated later. 

2018/19 Financial Year - 6.5 per cent salary increase provision has been made and Task Grade as per the unaudited job 
evaluation was used for budgeting of employees. Provincial Auditing Committee will arrange the meeting to finalize the auditing. 


Remuneration of councillors 

Municipalities are advised to budget for the actual costs approved in accordance with the gazette on the Remuneration of Public Office 
Bearers Act: Determination of Upper Limits of Salaries, Allowances and Benefits of different members of municipal councils published on 
21 December 2017 by the Department of Cooperative Governance. 

Process followed 

Immediately after the tabling of the draft budget on 28 March 2018, the Municipal Manager will made public the budget and invite the local 
community to submit representations in connection with the budget. Furthermore the budget was presented in both printed and electronic 
format to the National and Provincial Treasuries and all other relevant provincial and national departments. 


Approval of final budget 

The draft budget is hereby presented to the Council by the Mayor in terms of the MFMA for final consideration and adoption. 
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TOTAL BUDGET FOR MTREF 

The total draft MTREF budget adjustment 2018/19 compares as follows to the approved budget adjustment for the 2017/18 financial year: 


Adjustment budget 
2017/18 

R '000 

Draft budget 
2018/19 

R '000 

Variance 
(Adjustment 
budget / Draft 
budget) 

% 

Indicative budget 
2019/20 

R '000 

Indicative budget 
2020/21 

R '000 


REVENUE 

397 865 

415 329 

4.4% 

434 369 

455 485 


Operating Revenue 

387 865 

415 329 

7.1% 

434 369 

455 485 



Sale of Land 

10 000 

- 

-100.0% 

- 

- 



Collection of previous year consumer debtors 

- 

- 

0.0% 

- 

- 



Loans Obtained 

- 

- 

0.0% 

- 

- 


EXPENDITURE 

469 721 

426 164 

-9.3% 

477 074 

495 759 


Operating Budget 

392 804 

379 352 

-3.4% 

389 609 

410 777 



Capital Budget 

66 082 

35 977 

-45.6% 

32 130 

23 647 



Total Budget 

458 885 

415 329 

- 9 . 5 % 

421 739 

434 424 



Repayment of loans 

5 835 

5 835 

0.0% 

5 835 

5 835 



Repayment of previous year Eskom accounts 

- 

- 

0.0% 

49 500 

55 500 



Repayment of previous year trade creditors 

5 000 

5 000 

0.0% 

- 

- 








Balance 

-71 855 

-10 835 

- 84 . 9 % 

-42 705 

-40 274 

Add back: Depreciation (Non cash item) 

44 370 

24 370 

-45.1% 

24 370 

24 370 

Add back: Impairment of receivables (Non cash item) 

16 650 

9 050 

-45.6% 

7 747 

8 173 

Nett Balance 

-10 835 

22 585 

- 308 . 4 % 

-10 588 

-7 731 


Balance sheet and Cash flow items 

10 835 
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TOTAL BUDGET FOR MTREF (continued) 

The changes between the approved budget for the current year and the draft budget for the expenditure budget in total (capital and 
operational) can best be illustrated as follows: 


Budget Adjustment 2017/18 


Repayment of previous 
year Eskom accounts 
'. 0 % 


Other operating 
expenses 
5 . 0 % 



Bulk purchases 
Water 
0 . 0 % 


Remunerati 
on of 

Councillors 

1 . 6 % 

Impairment of 
receivables 
3 . 5 % 


Draft budget 2018/19 


Repayment of previous 
year Eskom accounts 
0 % 


Repayment of py 
creditors 
1 . 2 % 


Other operating 
expenses 
6 . 9 % 



Interest paid 
2 . 4 % 


■ Remuneration of 
Councillors 
1 . 9 % 

Impairment of 
receivables 
2 . 1 % 
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OPERATING REVENUE BY SOURCE 


Operating revenue has increased by 7.1% . 


Adjustment budget 

Draft budget 

Variance (/ Draft 

Indicative budget 

Indicative budget 

2017/18 

2018/19 

budget) 

2019/20 

2020/21 

R '000 

R '000 

% 

R '000 

R '000 


Property rates 

"56549 " 

'"53 582 

6.0% 

""56476"' 

'"""59 582 

Service charges - electricity revenue 

'"'146 653 

"T59T85"' 

8.5% 

"167781"" 

"""i"7'7 008 

Service charges - water revenue 

'"26 582" 

'"27923 " 

5.0% 

29 431 

'"3T649" 

Service charges - sanitation revenue 

"T9756" 

"i'9'678"" 

--0:4%"" 

"'20 746“" 

'"""2T88I"" 

Service charges - refuse revenue 

18 242 

15 448 

'""-15.3%""" 

16 282 

17 161 

Licenses and fines 

"T2805 " 

'""2'5"459"" 

"98.8% "" 

""26834"" 

“28310" 

Rental of facilities and equipment 

"T6O6" 

1 061 

5.5% 

1 119 

1 "l80" 

Interest earned 

"17558"" 

"21 "666""" 

" 23.4% "" 

"""22"836""" 

24 092 

Government grants & subsidies 

""9"6"97"6"" 

"""87205"" 

-4.1% 

"""8"8""5"32"" 

''"90 643" 

Public contributions & donated or contributed PPE 


....... 

0.0% 

....... 

....... 

Other 

3 749 

4 122 

"""i6"."o"%"" 

4 340 

'"4 578" 


TOTAL REVENUE 


387 865 415 329 7.1% 


434 369 455 485 


Budget adjustment 2017/18 


Other 



Draft budget 2018/19 



Other 

1 %_ 


Government grants 
21 % 


Interest 
5% 

Rental 
0 % 

Licenses 
6 % 

Refuse 
4% Sanitation 
5% 


Property rates 
13% 
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OPERATING REVENUE BY SOURCE (Continued) 


The Naledi Local Municipality is not heavily reliant on government grants and subsidies. The % of government funding in relation to own revenue is as follows: 


Adjustment budget 

Draft budget 

Variance (7 Draft 

Indicative budget 

Indicative budget 

2017/18 

2018/19 

budget) 

2019/20 

2020/21 

R '000 

R '000 

% 

R '000 

R '000 


Government grants & subsidies 

90 970 

87 205 

21.0% 

88 532 

90 643 i 

Own revenue sources 

296 895 

328 124 

79.0% 

345 837 

364 842 


TOTAL REVENUE 



387 865 

415 329 

100.0% 

434 369 

455 485 


The % of government funding in relation to own revenue has changed from the approved budget to the draft budget as follows: 



Adjustment budget 

Draft budget 

Variance (/ Draft 


2017/18 

2018/19 

budget) 


% 

% 

% 

Government grants & subsidies 

23% 

21% 

-2% 

Own revenue sources 

77% 

79% 

2% 

No tariff increase for rates and taxes has been proposed for the budget adjustment and will remain as they were approved on 31 May 2017 as follows: 


Draft budget 

Indicative budget 

Indicative budget 


2018/19 

2019/20 

2020/21 


R '000 

R '000 

R '000 

Property rates -Government 

0.00% 

0.00% 

0.00% 

Property rates 

6.00% 

5.40% 

5.50% 

Service charges - electricity revenue 

6.84% 

5.40% 

5.50% 

Service charges - water revenue 

6.00% 

5.40% 

5.50% 

Service charges - sanitation revenue 

6.00% 

5.40% 

5.50% 

Service charges - refuse revenue 

6.00% 

5.40% 

5.50% 

Other charges 

6.00% 

5.40% 

5.50% 
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PROVINCIAL AND NATIONAL ALLOCATIONS FOR MTREF 

Government grants and subsidies have decreased by 4.1%. 


Adjustment budget 
2017/18 

Draft budget 
2018/19 

Variance (/ Draft 
budget) 

Total 

Indicative budget 
2019/20 

Indicative budget 
2020/21 

R '000 

R '000 

% 

% 

R '000 

R '000 


- Equitable share 

43 507 

47 260 

8.6% 

54.2% 

51 788 

55 858 

- Municipal Infrastructure Grant 

17 205 

29 218 

69.8% 

33.5% 

16 979 

17 702 

- LG Finance Management Grant 

1 700 

1 770 

4.1% 

2.0% 

2 235 

2 667 

- Industrial Development Corporation Grant 

3 020 

- 


0.0% 

- 

- 

- Integrated National Electrification Programme Grant 

18 000 

5 825 

-67.6% 

6.7% 

16 000 

12 800 

- Energy Efficiency and Demand Side Management Gr; 

3 000 

- 

-100.0% 

0.0% 

- 

- 

- Expanded Public Works Programme Grant 

2 224 

1 652 

-25.7% 

1.9% 

- 

- 

- Library Grant 

1 480 

1 480 

0.0% 

1.7% 

1 530 

1 616 

- Fire and Disaster Grant 

834 

- 

0.0% 

0.0% 

- 

- 


TOTAL ALLOCATIONS 

90 970 

87 205 

-4.1% 

100% 

88 532 

90 643 
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OPERATING EXPENDITURE BY VOTE 


Operating expenditure has decreased by 3.4% from the approved budget for the 2017/18 financial year. Great care was taken to ensure 
that increases on other items were kept to a minimum. 


Adjustment budget 
2017/18 

Draft budget 
2018/19 

Variance (/ Draft 
budget) 

Total 

Indicative budget 
2019/20 

Indicative budget 
2020/21 

R '000 

R '000 

% 

% 

R '000 

R '000 


Office of the Mayor 

2 836 

3 390 

19.5% 

0.9% 

3 573 

3 769 

Office of the Speaker 

10 635 

11 018 

3.6% 

2.9% 

11 549 

12 119 

Office of the Municipal Manager 

16 156 

16 572 

2.6% 

4.4% 

13 998 

14 768 

Financial Services 

59 268 

44 786 

-24.4% 

11.8% 

40 856 

43 103 

Corporate Services 

27 781 

34 920 

25.7% 

9.2% 

36 764 

38 767 

Community Services 

70 189 

71 986 

2.6% 

19.0% 

73 962 

78 030 

Technical Services 

201 846 

192 201 

-4.8% 

50.7% 

204 064 

215 148 

EDTA 

4 093 

4 479 

9.4% 

1.2% 

4 843 

5 073 


TOTAL EXPENDITURE 

392 804 

379 352 

-3.4% 

100% 

389 609 

410 777 
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OPERATING EXPENDITURE BY TYPE 


Adjustment budget 
2017/18 

Draft budget 
2018/19 

Variance (/ Draft 
budget) 

Total 

Indicative budget 
2019/20 

Indicative budget 
2020/21 

R '000 

R '000 

% 

% 

R '000 

R '000 


Employee related costs 

159 242 

168 137 

5.6% 

44.3% 

177 217 

186 964 

Remuneration of Councillors 

7 598 

8 100 

6.6% 

2.1% 

8 537 

9 007 

Impairment of receivables 

16 650 

9 050 

-45.6% 

2.4% 

7 747 

8 173 

Depreciation 

44 370 

24 370 

-45.1% 

6.4% 

24 370 

24 370 

Repairs and maintenance 

5 159 

10 094 

95.7% 

2.7% 

15 586 

17 597 

Vehicles: Fuel, oil and licensing costs 

2 486 

3 200 

28.7% 

0.8% 

3 373 

__3 558 

Interest paid 

24 195 

10 381 

-57.1% 

2.7% 

10 942 

11 543 

Bulk purchases - Electricity 

97 973 

105 195 

7.4% 

27.7% 

110 876 

116 974 

Bulk purchases - Water 

- 

- 

0.0% 

0.0% 

- 

- 

Contracted services 

14 202 

14 553 

2.5% 

3.8% 

3 179 

3 354 

Collection fees 

- 

- 

0.0% 

0.0% 

- 

- 

Grants and subsidies paid 

50 

50 

0.0% 

0.0% 

203 

206 

Advertising, printing and stationery 

1 348 

1 617 

19.9% 

0.4% 

1 704 

1 798 

Audit fees 

2 900 

3 500 

20.7% 

0.9% 

3 689 

_3 892 

Bank charges 

564 

564 

0.0% 

0.1% 

594 

627 

Communications 

2 747 

3 414 

24.3% 

0.9% 

3 598 

___3 796 

Insurance 

2 067 

2 029 

-1.8% 

0.5% 

2 138 

_2 256 

Legal fees 

1 060 

2 530 

138.7% 

0.7% 

2 667 

2 813 

Seminar / Conferences 

12 

12 

0.0% 

0.0% 

13 

13 

Travel and Accommodation 

796 

678 

-14.8% 

0.2% 

722 

762 

Community functions, special projects and donations 

19 

20 

8.1% 

0.0% 

21 

22 

Refreshments, meals and entertainment 

- 

5 

100.0% 

0.0% 

5 

6 

Office and equipment rental 

2 225 

2 825 

27.0% 

0.7% 

2 978 

3 141 


- 10 - 









OPERATING EXPENDITURE BY TYPE - Continued 


Adjustment budget 
2017/18 

Draft budget 
2018/19 

Variance (/ Draft 
budget) 

Total 

Indicative budget 
2019/20 

Indicative budget 
2020/21 

R '000 

R '000 

% 

% 

R '000 

R '000 


Bursaries, training costs and assistance programs 

720 

720 

0.0% 

0.2% 

759 

801 

Other 

6 421 

8 308 

29.4% 

2.2% 

8 693 

9 105 


TOTAL EXPENDITURE 

392 804 

379 352 

-3.4% 

100% 

389 609 

410 777 


Breakdown of Employee related costs 

Employee related costs are aligned with the national norm over the MTREF and is made up as follows: 


Year 

Total operating 
expenditure 

Salaries R'000 R'000 

% of total 
operating 
expenditure 

2017/18 (Adjustment budget) 

159 242 

392 804 

40.5% 

2018/19 (Draft budget) 

168 137 

379 352 

44.3% 

2019/20 

177 217 

389 609 

45.5% 

2020/21 

186 964 

410 777 

45.5% 
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OPERATING EXPENDITURE BY TYPE - Continued 


Breakdown of Other 

The Other costs per the above are made up as follows: 


Adjustment budget 
2017/18 

Draft budget 
2018/19 

Variance (/ Draft 
budget) 

Total 

Indicative budget 
2019/20 

Indicative budget 
2020/21 

R '000 

R '000 

% 

% 

R '000 

R '000 


Chemicals 

74 

80 

8.1% 

1.0% 

84 

89 

Cleaning materials and consumables 

113 

91 

-19.6% 

1.1% 

95 

101 

Continued medical aid contribution 

- 

- 

0.0% 

0.0% 

- 

- 

Electricity 

1 729 

1 660 

-4.0% 

20.0% 

1 749 

1 846 

Gardening expenses 

- 

- 

0.0% 

0.0% 

- 

- 

Kitchen ware and cutlery 

- 

- 

0.0% 

0.0% 

- 

- 

Machinery : Fuel and oil 

91 

77 

-15.4% 

0.9% 

81 

85 

Membership fees : Societies 

1 704 

1 758 

3.2% 

21.2% 

1 853 

1 955 

Pest control 

- 

- 

0.0% 

0.0% 

- 

- 

Salt Feed and Medicine 

30 

30 

0.0% 

0.4% 

32 

33 

Small tools and equipment 

98 

68 

-30.6% 

0.8% 

72 

76 

Software expenses 

967 

1 141 

18.0% 

13.7% 

1 203 

1269 

Sundry expences 

- 

- 

0.0% 

0.0% 

- 

- 

Title deed search 

13 

13 

0.8% 

0.2% 

14 

14 

Uniforms and protective clothing 

415 

1 615 

289.2% 

19.4% 

1 702 

1 796 

Ward committee stipends 

1 212 

1 188 

-2.0% 

14.3% 

1 188 

1 188 

Workmans compansation 

- 

600 

100.0% 

7.2% 

632 

667 

Other 

-25 

-12 

-52.4% 

-0.1% 

-12 

-13 


Total of Other 

6 421 

8 308 

29.4% 

100% 

8 693 

9 105 
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CAPITAL EXPENDITURE BY VOTE 


Adjustment budget 
2017/18 

Draft budget 
2018/19 

Variance (/ Draft 
budget) 

Total 

Indicative budget 
2019/20 

Indicative budget 
2020/21 

R '000 

R '000 

% 

% 

R '000 

R '000 


Office of the Mayor 

- 

- 

0.0% 

0.0% 

- 

- 

Office of the Speaker 

- 

- 

0.0% 

0.0% 

- 

- 

Office of the Municipal Manager 

3 070 

1 770 

0.0% 

4.9% 

- 

- 

Financial Services 

- 

- 

#DIV/0! 

0.0% 

- 

- 

Corporate Services 

220 

- 

-100.0% 

0.0% 

- 

- 

Community Services 

13 512 

23 882 

76.8% 

66.4% 

16 130 

- 

Technical Services 

49 280 

10 325 

-79.0% 

28.7% 

16 000 

23 647 

[edta 

- 

- 

0.0% 

0.0% 

- 

- 


TOTAL EXPENDITURE 

66 082 

35 977 

-45.6% 

100% 

32 130 

23 647 
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CAPITAL EXPENDITURE PER PROJECT 


Electricification of 500 houses Ext 25 Phase 5 INEP 

Electricification of 1000 houses Ext 28 INEP 

Electricification of 500 houses Ext 28 INEP 

Electrication of 800 houses at Rekgarathile - Stella INEP 

New Control Room for Vryburg Munic Substation phase 4 INEP 

Colridge Electrical Bulkline INEP 

Stella Substation INEP 

Bulk Electrical Supply to X25 (New Substation) Ph2 INEP 

Upgrading of access roads in Greater Naledi - Phase II MIG 

Stella New Landfill Site MIG 

Upgrading of Paved Roads: Ext. 25 Phase 2 MIG 

Upgrading Huhudi Swimming Pool phase 1 MIG 

Upgrading Colridge Swimming Pool phasel MIG 

Vryburg Ext 28 - Street Lights MIG 

Dithakwaneng Sport Facility new MiG 

Upgrading of Huhudi Taxi Route: Phase 1 MIG 

Upgrading of Huhudi stadium phase 2, Dithakwaneng, Rekgaratile MIG 

Vryburg Ext 28 - Sport facility MIG 

High Mast Lights Broedersput MIG 

Camera Internal funds 

Loudhailer Internal funds 

Mayoral car Internal funds 


TOTAL EXPENDITURE 
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Draft budget 
2018/19 

R '000 

Indicative budget 
2019/20 

R '000 

Indicative budget 
2020/21 

R '000 




2 325 

- 

- 

- 

- 

- 

- 

- 

- 

- 

9 300 

4 800 

3 500 

- 

3 000 


- 

3 700 

8 000 


4 500 

5 941 
5 441 


9 500 

3315 

3315 


12 500 


10 847 


720 

50 

1 000 

35 977 32 130 23 647 
















CAPITAL FUNDING BY SOURCE 


Draft budget 

Total 

Indicative budget 

Indicative budget 

2018/19 

2019/20 

2020/21 

R '000 

% 

R '000 

R '000 


National Government 

34 207 

95.1% 

32 130 

23 647 

Provincial Government 

- 

0.0% 

- 

- 

District Municipality 

- 

0.0% 

- 

- 

Accumulated Surplus (Own Funds) 

1 770 

4.9% 

- 

- 

Public Contributions & Donations 

- 

0.0% 

- 

- 

External Loans 

- 

0.0% 

- 

- 

TOTAL FUNDING 

35 977 

100.0% 

32 130 

23 647 



Accumulated Surplus (Own 
Funds) 


■ 2018/19 

■ 2019/20 

■ 2020/21 
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National Government 


Provincial Government 


District Municipality 


Public Contributions & 
Donations 


External Loans 
































CONCLUSION 


This budget attempts to answer some of the more serious questions posed by the IDP. More funds are however urgently required to 
address the infrastructure and service delivery backlogs that exist in the municipality. The MTREF budget is the guiding document which 
will direct management in the 2018/19 financial year as far as funding of capital and operational expenditure is concerned and must be 
strictly monitored as required by the MFMA. 

The funding model for municipalities like Naledi Local Municipality is fundamentally flawed. The Equitable Share allocation formula does 
not take into account the poverty levels experienced. The Equitable Share allocation received by Naledi Local Municipality is not sufficient 
to cover free basic services. The Municipal Infrastructure Grant received by Naledi Local Municipality is not sufficient to cover the 
infrastructure backlog. Municipal infrastructure is deteriorating at an alarming rate as the municipality is unable to collect sufficient funds 
in order to maintain the infrastructure. Municipal property rates collected by the Municipality is not sufficient to maintain the roads network 
of the Municipality. The property rates cannot be increased any further as this will stifle further investment and growth in the local 
economy of the town. Lawmakers will have to completely overhaul the funding model of municipalies going forward. 


All role-players, namely councillors, the municipal manager, management, officials, members of the community, local municipalities, 
Provincial Treasury and National Treasury are hereby thanked for their assistance with the compilation of the Operating and Capital 
Budget for the MTREF 2018/19 - 2020/21. It is only through the assistance of all interested parties that a successful budget process and 
therefore an all inclusive and participatory budget can be achieved. 


MAYOR 

NALEDI LOCAL MUNICIPALITY 
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